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FREE SILVER AND THE SAYINGS BANKS. 

BY JOHN P. TOWNSEND, PRESIDENT OF THE BOWERY SAVINGS 

BANK, NEW YORK, AND CHARLES H. SMITH, PRESIDENT 

OE THE DENVER (COL.) SAVINGS BANK. 



According to the statistics of January, 1895, the 3ums de- 
posited in the Savings Banks of the Eastern and Middle States, 
in which are located the only trne Savings Banks in the country, 
amount to $1,578,352,728.40. The number of open accounts is 
4,296,133. These banks are organized without capital, and the 
deposits are invested by trustees who have no personal interest in 
them or their profits ; who can neither .borrow their funds nor 
become obligors for the payment of money borrowed ; and who 
do a purely benevolent work in the interest of the plain people, 
mechanics, artisans, clerks, women and children, and those de- 
pendent upon salaries and wages for their maintenance. These 
savings are invested in U. S. bdnds, bonds and mortgages on real 
estate, stocks and bonds issued by various states of the United 
States, cities, towns and counties, and to some extent also in 
railroad bonds and stocks, and bank stocks. The interest re- 
ceived, and the principal when due, is in most cases payable in 
lawful money of the United States. 

The deposits also are returnable in like money, so that it is of 
vital importance that the quality should be of equal value to 
that received, and that both should be maintained at the present 
standard. The free coinage of silver would tend to depreciate 
the purchasing power of the dollar and reduce its worth to some- 
where near the level of the bullion value of silver, which, as rep- 
resented by the standard silver dollar has a market value of only 
about 50 cents on the nominal dollar. This would be a great 
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hardship to the industrious poor, who are the real creditors of 
the country, who are never able to borrow, but are ready to lend 
their little savings to their Government for a fair compensation. 
They have a right, therefore, to expect that this dollar should 
not be cut in two and returned them without recourse for the 
loss they would sustain. They have a right to demand that the 
Government should not interfere to impair the validity of con- 
tracts and that their vested rights should be respected. 

A depreciation in the quality of money weakens the confid- 
ence of the people in their depositories, the Savings Banks, for 
the basis of their existence is the faith in the minds of all in their 
soundness, security and perfect safety. This sense of trust once 
weakened, speedy withdrawals of deposits would commence., at 
first slowly, increasing by degrees with speed, so that it would 
soon reach the condition recognized as a "run on the bank." It 
is a well known fact that a run on a Savings Bank is profitable 
to the bank per se, by reason of the abandonment by the fright- 
ened depositors of the interest on money withdrawn between the 
two dividend periods of the year, so that the scare punishes only 
the timid ones who yield to the excitement. After having drawn 
their savings, the fruit of self-denial, they secure hiding places 
in their homes, or make confidants of their friends and acquaint- 
ances, and in too many cases suffer from loss in the many 
ways which magically spring open to entrap the un- 
wary. The stronghold having been invaded, looting follows, 
and the volume of theft, robbery and crime which 
spring upon the community is incalculable. Those of us who 
have watched with anxiety the course of several monetary crises, 
remember with pain the sure and certain consequences that 
overtake the timid ones who, distrustful and panic-stricken, 
seize their earnings and actually place them in the way of ras- 
cals and thieves. Knowing all this from the past, and realizing 
that it may easily occur again if started by provocation, it is in- 
cumbent upon our lawmakers to avoid unhealthy legislation and 
adopt no new measures of a disquieting tendency. It is not pos • 
sible by enactment of a law to compel people to believe that a 
paper dollar or a cheap silver dollar is equal to a gold dollar in 
value. The people may be compelled to use the paper or the 
debased silver, but both will find their level, and the losses en- 
tailed by the equation of differences between the false and the 
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true will fall upon those least able to bear it. There is no real 
money except gold money, and to fix a permanent relative value 
between the two has always been impossible. 

The enormous amount in the aggregate due depositors in 
Savings Banks raises the thought in one's mind of individual 
wealth belonging to those quite able to take care of their own in- 
terests ; but when it is remembered that the capital of each de- 
positor in Savings Banks is but $367.39, belonging to more than 
four million people, who are directly interested in the quality of 
the currency represented by these deposits, and that it is in most 
cases the only reserve they have in the event of accident, sick- 
ness, or old age, and that the debasement of its quality signifies 
suffering among the masses who depend on enlightened legisla- 
tion to protect their property rights, it would seem to be but 
little less than a crime if such a law as we have been considering 
should be forced upon the people. A proper consideration of 
the helpless state of savings bank depositors should cause Con- 
gress to hesitate before perpetrating this crime against them for 
the benefit of a few. The enactment of a legal tender law at the 
beginning of 1861 caused an immense loss to this class of people 
and the suffering for a time was great, from which the country 
emerged only in 1879 with the resumption of specie payments. 
The lessons had during that period of eighteen years should not be 
lost upon ns to-day and it seems remarkable that any number of 
men should be willing to take the risk of enforcing a similar period 
of distress upon the poor and helpless. It is a well-known fact 
that when derangements occur in the currency of a country, 
wages and salaries are the !as f to advance, while the cost of liv- 
ing is immediately increased. This would force depositors to 
draw their funds from the Savings Banks in legal tender money 
which had lost its purchasing power, but which they would be 
obliged to use to eke out a scanty subsistence, caused by receiv- 
ing their stipends in money which had lost part of its intrinsic 
value. If the plea could be established that there is an insuffici- 
ency of gold upon which to base our currency, and that silver must 
be brought in to help us in maintaining an aggregate sufficient for 
our business interests, there might be some reason for the agitation 
which is now going on, but statistics demonstrate that the mining 
of gold is increasing so rapidly that silver should be relegated to its 
place as a subsidiary metal in the currency and become a legal 
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tender only for small amounts. The great commercial nations 
with which we trade use the single standard of gold in paying 
balances, and this metal only is received in settlement from us. 
This seems to be then the reason why we should not be required 
to pay a premium on the gold necessary to pay exchanges against 
the country. Even if the depreciation should be less than we 
have contemplated, and the loss in the purchasing power of our 
currency not as great, the false principle would be established 
that the law making power has exercised a jurisdiction which 
was never contemplated by the Constitution, and the results 
would be somewhat similar to the defunct practises of the auto- 
cratic sovereigns who clipped the coin of their country, and in- 
directly taxed the people in that way whenever they needed funds 
for their extravagances. Our action, however, would be without 
the show of reason which the sovereigns had, for the people of this 
country are always willing to he taxed in any emergency when 
the wants of their Government require their aid. The lesson in 
dishonesty which we would teach to Savings Banks depositors 
would be bad, and would help to counteract the rewards of hon- 
esty and thrift which the practice of Savings Banks has striven 
to inculcate in the minds of the people in the past eighty years. 

John P. Townsend. 



II. 

I AM asked to express an opinion as to " the effect of the 
passage of any free silver measure on investments in savings 
banks." The expression conveys the idea that free silver meas- 
ures are of different sorts and descriptions. To my mind there 
is and can be but one free silver measure, a law providing for the 
coinage of that metal on equal terms with gold, and at some 
fixed ratio therewith. I shall therefore assume the subject of 
discussion to be the effect of the passage of such a law upon 
" investments in savings banks." 

A currency capable of adequately serving the wants of a na- 
tion should be stable in value, sufficient in volume and capable of 
expansion with the growth of business and population. It should 
not be subject to sudden or capricious periods of contraction or 
distention, as the interests of a class or the recklessness of an ad- 
ministration might determine. It should not consist of one 
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metal whose amount is vastly inferior to the financial require- 
ments of a commercial world, nor yet of a substance unlimited in 
quantity, and needing only the stamp of authority to make it 
legal tender. The last generation witnessed some of the evils 
consequent upon the prevalence of an unredeemable paper circu- 
lation. The terrible sufferings of the past three years, the direct 
outgrowth of the efforts still making to fetter the republic in the 
golden bands of monometallism, are the best argument I can 
offer against the adoption of a single standard. 

The occurrence in nature of gold and silver in limited quan- 
tity, generally difficult to procure, and nearly always asso- 
ciated together, long ago suggested to man their joint use as a 
medium of exchange, and as a base for the issue of paper notes, 
redeemable in either. So long as both were endowed with the 
money function, and each was accessible to the mints at a fixed 
ratio and without discrimination against either, the world's 
supply of the two metals sufficed for its practical financial 
needs, while their annual product furnished a moderate increase 
commensurate with the growth of industry and population. The 
dislocation of the fc. between them, and the closing of the 
mints to the free coinage of silver, have been the fruitful source 
of many of the troubles with which we are confronted. 

An abundant and stable currency can best be had by the indis- 
criminate use of gold and silver, with a paper currency redeem- 
able in either. Such a currency system always promotes industry 
and gives employment to labor. This means prosperity to the 
people, and that means prosperity and profit to the owners of 
savings banks. With plenty of work and good wages, the indus- 
trial classes are able to put by some portion of their earnings, 
which, collectively, represent an enormous capital, and enable 
savings institutions to flourish and expand. The attempted use 
of gold alone, as primary money, makes its acquisition the object 
rather than the handmaid of commerce ; industry languishes, 
labor finds but little employment ; the savings of other days are 
withdrawn for sustenance; and financial institutions, whose capital 
consists of the money of the poor, must largely suffer in conse- 
quence. In times like these, investors in savings banks are less 
concerned about the sort of money they will receive as interest or 
principal than about the possibility of earning enough to make 
both ends meet on each recurring Saturday night. 
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Those who express so much horror at the possible prospect of 
what they term a silver basis seem to overlook the fact that iu 
spite of all efforts to completely degrade it, all gold-vising nations 
are perforce compelled to use silver more largely than 
gold. Practically we are, and since the resumption of specie 
payments have been, upon a silver basis. Ninety-five per 
cent, of every day transactions are small in their character. 
They are all made in silver or its equivalent. The wages 
of labor are all paid in silver. So are merchants' accounts, 
and butchers' bills, and the innumerable business affairs of daily 
life. This administration, which in August, 1893, declared com- 
pulsory silver coinage (in which I do not believe) to be the cause 
of the panic then existing, has recently been compelled to resume 
silver coinage, and the mints are busily engaged in turning out 
8,000,000 silver dollars, all demanded by inexorable necessity. 

Since bond issues have become fashionable, gold has become 
a» article of purchase and sale ; so have greenbacks. The one is 
wanted to buy bonds with ; the others are needed for the 
purpose of securing gold. Both have disappeared from the chan- 
nels of trade, and the national bank note and despised silver 
dollar and its certificate alone remain to perform the monetary 
work of the nation. 

The statistical abstract of the Treasury Department for 1894 
states the total of savings banks deposits at $1,777,933,342. This 
vast sum was for the most part put into the banks in ten, twenty- 
five and fifty-cent pieces, in silver dollars and silver certificates. 
No bank officer declined to take them because they were not 
"sound nor honest." When deposits are drawn out, or 
interest is paid upon them, the banks tender the same sort of 
money. No depositor has declined it because dishonest or 
unsound. 

The payment in gold of the vast sum above stated is a sheer 
impossibility. The pretence that the banks expect to pay it in 
gold and fear that they wiil be unable to do so is absurd. All the 
gold of England, France and the United States would be inade- 
quate for the purpose, and if the logic of gold monometallism be 
sound, it would be dishonest to pay in gold those who have 
deposited fifty cent dollars only. It is true that this is precisely 
the sort of money which savings banks lend to their customers ; 
but since they require the latter to pay their loans in gold, the 
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transaction is removed from the domain of morals to that of 
contract. 

The authority I have already quoted states the number of 
savings banks depositors at 4,830.599. A very large percentage of 
these are voters. Their political influence is needed to rivet the 
gold policy upon the nation, and that influence may perhaps be 
secured by arousing their fears as to the safety of their deposits, 
and directing their prejudices against those who believe in the 
money of the fathers and of the constitution. A "free silver 
measure," if pernicious, will not affect a savings bank depositor 
differently from any other owner of capital, but, then, there are 
many of the former ; so it may be well to convince them of the 
existence of a danger peculiar to themselves, and thus secure both 
their votes and their gratitude. The financial evangelist, whose 
concern for the monetary souls of others is greater than his 
interest in his own, is not an indigenous product, and his recent 
advent in such overwhelming numbers makes one sceptical some- 
times as to his sincerity. The beneficiaries of an existing abuse 
or a coveted concession seldom fail to defend the one or to demand 
the other upon the broad ground of benefit to the people, and to 
them alone. Such tactics are successful sufficiently often to 
recommend their constant employment. 

If the owners of savings banks earnestly desire to pay their 
depositors in what they are pleased to term "sound money," and 
really fear that the spectre of free silver will materialize to 
absolve them from doing so, the remedy is in their own hands. 
Let them paraphrase the golden rule by doing unto others what 
they invariably require others to do unto themselves. As lenders 
they take obligations payable only in gold. As borrowers they 
have only to enter into similar agreements with their depositors. 
This is simple, certain and efficacious. No silver legislation can 
affect such contracts, and their depositors will be perfectly safe. 
How many of them will do it ? 

After all, the question is not what the effect of a free silver 
measure will be on investments in savings banks, but on the own- 
ers of saving banks. The latter fear that such legislation may im- 
pair the value of the money they receive from their debtors far 
more acutely than they apprehend it will injure their depositors. 
Strange that both should not see their true interest along the 
lines of a gold and silver currency, equal before the law, each the 
VOL. CLXII. — NO. 472. 23 
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helpmeet of the other, and both the medium of exchange for 
seventy millions of people. 

" The simultaneous employment of the precious metals," said Rothschild 
in 1870, " is satisfactory, and gives rise to no complaint. Whether gold or 
silver dominates for the time being, it is always true that the two metals 
concur together in forming the monetary circulation of the world, and it is 
the general mass of the two metals combined, which serves as the measure of 
the value of things. The suppression of silver would amount to a veritable 
destruction of values without any compensation." 

These words are as true to-day as they were in 1870, and their 
truth has been demonstrated by succeeding events. Under the 
operation of the Bland act, a law which violated every principle 
of free coinage, administered by unfriendly hands, the nation for 
twelve years was blessed with unbounded prosperity. Gold accu- 
mulated in embarrassing abundance, the treasury was troubled 
with a surplus, while commerce and industry grew apace. Since 
the "object lesson" of 1893, and the practical establishment of 
gold monometallism, we have suffered from calamities unspeak- 
able. To-day our staple products are handicapped in the markets 
of the world by the bounty which the difference between the ex- 
change value of silver with gold places upon such products in 
silver-using countries. On the other hand our manufactures are 
threatened with the overmastering competition of China, Japan 
and Mexico, whose ability to purchase manufactured goods is 
paralyzed by the counter operation of the same cause. The vol- 
ume of currency is contracting through the secretion of gold and 
the hoarding of greenbacks. We are incurring a vast bonded in- 
debtedness in the effort to secure gold for governmental purposes. 
The annual product of that metal, great as it is, can supply but a 
small part of the insatiable demand for it. 

Before us, then, are two alternatives, bankruptcy or bimetal- 
lism. The first will overwhelm " investors in savings banks" in 
the common ruin ; the other will bring to them the same benefi- 
cent measure of prosperity and happiness which it extends to 
all mankind. 

Charles H. Smith. 



